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Message Text 

LIMITED OFFICIAL USE 

PAGE 01 STATE 043370 
ORIGIN STR-07 

INFO OCT-01 EUR- 12 IO-13 ISO-OO AID-05 CEA-01 CIAE-00 
COME-OO EB-08 FRB-03 INR-10 NSAE-00 SP-02 TRSE-00 
LAB-04 SIL-01 OMB-01 L-03 SS-15 NSC-05 /091 R 

DRAFTED BY STR: TGRAH AM/J GREENW ALD/PH 
APPROVED BY STR: RRIVERS/AWOLFF 
STATE: SAHMAD (SUBS) 

086716 180430Z/73 

P 180201Z FEB 78 
FM SECSTATE WASHDC 
TO AMEMBASSY BRUSSELS PRIORITY 
USMISSION GENEVA PRIORITY 


LIMITED OFFICIAL USE STATE 043370 

USEC FOR HINTON FROM WOLFF 

E.O. 11652: N/A 
TAGS: GATT, ETRD 

SUBJECT: DISC AND RELATED TAX PRACTICES 

1 . I PLAN TO RAISE THE FOLLOWING POINT WITH DENMAN IN 
BRUSSELS NEXT WEEK: EFFORTS BY THE EC IN GENEVA (IN PAR- 
TICULAR LUYTEN) TO HAVE THE GATT REPORTS ON THE DISC AND THE 
THREE EUROPEAN TAX PRACTICES REOPENED ON QUESTIONS OF SCOPE 
OF EXPORT ACTIVITY AND (POSSIBLY) ARMS-LENGTH PRICING RAISE 
A SERIOUS PROBLEM FOR US. AT A TIME WHEN THE ADMINISTRATION 
IS TRYING TO PHASE OUT THE DISC THROUGH LEGISLATION, THE 
SORT OF FINGER POINTING WHICH LUYTEN IS TRYING TO PROMOTE 
WILL LIKELY PROVE COUNTERPRODUCTIVE. THE REOPENING OF THE 
PANEL REPORTS FOR WHICH THE EC IS PRESSING APPEARS TO BE 
INTENDED TO DISCREDIT THE PANEL CONCLUSIONS ON THE EUROPEAN 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 043370 

TAX PRACTICES WHILE LEAVING THE REPORT ON DISC INTACT. SUCH 
A MOVE WOULD IN MY JUDGMENT PROVOKE A CONGRESSIONAL REACTION 

THAT COULD STIFFEN RESISTANCE TO THE PRESIDENT'S DISC PRO- 
POSAL. I THINK THEN THAT DENMAN SHOULD REIN IN LUYTEN ON 
THIS ONE. VANCE 
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